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Store closures at record 
high in developed markets 

  Decrease of footfall per year in 
the US and Germany since 2011 

  Malls closed in the US since 2011, 
from 1'800 and to 1'100, and 300 
additional malls expected to close 
in the near future 

  Stores are closing in 2017 in the 
US 

700 

9,000+ 

-4% 

Source: Bloomberg, Business of fashion 
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US customers now shop more online 
than in stores for Black Friday 

On Black Friday 2016, online sales 
totalled $3.34B 

Mobile sales jumped 33% to account 
$1.3B of online sales, including 70% of 
Walmart's sales 

Compared to 2015, 3m fewer people 
visited stores (99m), while 5.5m more 
shopped online (109m) 

22% 
YoY online 

sales 
growth 

3m 
Fewer in-

store 
customers 

 64%  21%  15% 

 Smatphone 

 Desktop  Tablet 
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The Middle-East is seeing less disruption so far 

Middle-Eastern brick-and-mortar retail is 
still growing 

Ecommerce is growing quickly but no 
significant impact in near future  

 Selling space1 (Million sq. m) 

 +6% 

 +6% 

 2021F 

 57 

 2020F 

 53 

 2019F 

 50 

 2018F 

 47 

 2017F 

 44 

 2016 

 42 

 2015 

 40 

 2014 

 37 

 2013 

 35 

 2012 

 33 

 2011 

 32 

1. Include Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman Qatar, Saudi Arabia, United Ara Emirates, Yemen 
Source: Euromonitor International 

 5.9 

 2018F 

 4.9 

 2017F 

 4.1 

 2016 

 3.1 

 2015 

 E-commerce sales1 ($B) 

 2021F 

 8.6 

 2020F 

 7.0 

 2019F 

 2.3 

 2014 

 1.7 

 2013 

 1.3 

 2012 

 1.0 

 2011 

 0.8 

 +23% 

 +31% 

1.0% 
in the 

Middle-East 

8.6% 
Globally Share of e-commerce 

in total retail sales: 
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Omni-channel 2.0: 
Customer envisions 
his journey as simple 
and convenient 
  Customers expect a consistent experience 
across all channels: 
•  Seamless experience and disappearing 

boundaries, while moving between 
channels 

•  Customer journey customized and 
independent from time and place 

Omni-channel 2.0 
1

Example: Sephora offers seamless experience that enables customers 
to use the devices that is most convenient for them at the time 

In the end, she purchased 
online with her cross- 
channel basket 

She browses products 
on m.Sephora.com 
and saves to her 
basket 

Social media informs her thought process 
and a quick stop in store on the way home 
lets her see and try on the product 

Consumer reads 
about Sapphire, 
the color of the 
year on Tumblr 

Awareness and 
inspiration 

Consideration 

Purchase 

Consideration 

Awareness 
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Retailers focus on erasing 
boundaries between channels 

  Fully integrated online and offline worlds: 
•  Free in-store click & collect service and pick-up 

points in 5000+ local shops 
•  Beacon store tracking to identify customers in 

store and deliver personalized promotions 

  Single view of customer data across channels 
•  All channels have access to the same CRM data 

and all contribute to data collection 
•  Personalization of promotion and experience 

(e.g. size preferences) 

  Seamless inventory management 
•  Pooling of retail and online inventory 
•  End-to-end visibility of entire inventory 

allowing order fulfillment across all channels 

Key imperatives for businesses: 

Redefine the roles of channels 
and align incentives across 
channels 

Upgrade core IT capabilities 
across the board 

Re-think company-wide pricing, 
promo and liquidation strategies 
due to transparency across 
channels 

Source: Company websites, press search, BCG analysis 

Department 
store 

Upscale 
department 

store 

Underclothes 
and lingerie 

Omni-channel 2.0 
1
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Winning players master key personalization capabilities 
Personalization 

2

Customer mapping and 
visualization of customer 
journeys 

Fully developed predictive 
Customer Lifetime Value and 
churn models 

Recommendation engine and 
predictive next buy model 

...rooted in a unique set of 
capabilities 

Best performing brands leverage personalization as a 
competitive advantage... 

Virtual Artist on 
Sephora App to allow 
users to instantly try 
lip colors that 
complement their 
skin tone 

Beacon sensors 
locate 
customers in 
store and 
provide them 
context- based 
messages 

Netflix provides 
personalized 
recommendations 
based on user data 
and advanced 
analytics 

MagicBands allow 
visitors to pay for 
products and 
access their resort 
rooms, and serve 
target offers 
accordingly 
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Leading retailers are already 
personalizing experience at scale 

Key imperatives for businesses: 

Centralize all data (transactions, 
product information, customer 
loyalty, browsing patterns...) 

Win at gaining customer trust to 
get access to customer data 

Develop data and analytics 
capabilities for the extensive use 
of real-time data 

Couple analytics engine with 
mailing/ SMS automation to 
deliver 1:1 personalized 
messages across channels 

  Personalization of promotions and of the 
experience while in store: 
•  Weekly personalized offers and gamified 

experience based on order history 
•  Partnership with Spotify to allow customers to 

save songs heard in-store 

  Personalized website and mail: 
•  Data gathered on searches, transactions and 

brands customers follow 
•  Delivery of product recommendations, fashion 

tips and price comparison via website and app 

  Deep data pool with a human touch 
•  Data-heavy customer profiles and list of 

recommendations created by algorithm 
•  Every customer paired with a stylist who 

shares tailored notes, tips and tricks 

Coffeehouse 
chain 

Shoes and fashion 
ecommerce 

Apparel 

Source: Company websites, press search, BCG analysis 

Personalization 
2
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3D printing enables retailers and shoppers to create 
unique products  

Customization 
3

The 3D printing market is growing 
by 22% annually... 

...Creating new opportunities for 
retailers 

 2007 

 3D printing global market ($B) 

 2012  2017 

 1.8 

 0.6 

 4.8 

 +22% 

Source: Freedonia 

  Decreasing cost of 3D printers is leading to higher adoption. 

Turn consumers into designers and 
manufacturers 

Manufacture new types of products 

Creation of products that fit like a glove 

3D printing shop where 
consumers can create iPhone 
cases and jewelry 

Broken parts and customized 
cabinetry can be printed by 
customers 

Creation of 3D printed 
custom-fit wearable clothing 
for annual fashion show 
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Brands encourage user generated 
content through customization 

  Customization of items for performance, fit and 
style (NIKEiD): 
•  Customers can choose materials and colors and 

add personal messages on shoes and bags 
•  Delivery in 3-4 weeks Sportswear 

  Bespoke garments based on body scan: 
•  Pop-up shop where customer's body get scan 
•  Customer can move patterns project on his 

body to create his preferred design 
•  Bespoke garments can be manufactured in-

store in 4 hours 

  Customization and crowd-sourcing of products: 
•  Customers can design their own Lego models 

and order them for actual delivery 
•  New ideas are shared with the Lego 

community, and products with 10,000+ votes 
are considered for commercialization 

Toys 

Sportswear 

Key imperatives for businesses: 

Define the business model for 
customization and decide what 
level of customization to offer 
(customer engagement vs. core 
business) 

Keep customization experiences 
simple and fun for customers 

Re-think customization as a 
separate offering rather than as 
an incremental add-on to 
existing lines 

Customization 
3
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Word of 
Mouth 

Advocacy 
3
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Advocacy leverages key influencers within target 
communities 

Target Advocates 

Adjacent 
communities 

Best friends 

Community E.g. Fine arts lovers (painting 
and sculpture)  

E.g. Best friends of fine arts lovers 
who share values with them 

E.g. Photography, dramatic arts, ...  

WoM 

WoM 

WoM WoM 

WoM 

WoM 

WoM 

WoM 

Influencers within the community, 
available for relationship, that can be 
leveraged as informal prescribers (e.g. 
leaders, connectors, experts) 

E.g. Exhibition 
halls' managers 

0.1k 
3-10k 

500-5,000k 

1,000- 
10,000k 

# of people in each group 
(illustrative) 

WoM: Word-of-Mouth 

Advocacy 
3
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Critical to find the right influencers and get them to talk 

Many potential influencer-archetypes Influencers talk about counter-intuitive happenings 

Aspirational 
Endorsers 

Credentialed 
Experts 

Current 
Customers 

Mavens Connectors Communities 

Source: Company websites, press search, BCG analysis 

P&G brought relief to residents 
affected by Hurricane Irma by 
providing free personal care and 
cleaning kits and by free laundry 
service. 

To rejuvenate its brand, Tylenol 
sponsored extreme sports with 
the tag line "Pain is fun" and 
street art with "Great pain leads 
to great art". 

Variance from 
expectations 

Gift to the 
community 

Advocacy 
4
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Online retailers pursue growth via 
physical customer interactions 

Key imperatives for businesses: 

Create the right atmosphere in 
store to create lasting 
impression on customers 

Focus on engaging with 
customers rather than on sales  

Leverage brick-and-mortar 
locations to generate insight into 
customer shopping behavior 

  Showrooms to drive conversion and new market 
entry: 
•  Large showrooms where customers can try the 

full range of products 
•  Small concept stores to test new markets 

  Pop ups and roadshows to generate brand 
awareness: 
•  Pop up designed to look like an apartment, 

featuring only one bed 
•  Events organized to attract customers (food 

and beverage, yoga classes...) 

Prescription 
eyeglasses 

Mattresses 

Source: Company websites, press search, BCG analysis 

  20 studios provide a physical space to explore 
and products and get to know the brand: 
•  Customers book appointments with an advisor 

to get fitted.  
•  Customers can order on laptop and products are 

delivered directly to their homes 

Lingerie 

Showrooming 
5
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New store formats shift from product to experience 
Small is beautiful 

6

Outdoor classes 
and outings 

Yoga classes 

Dining 
experience 

Cooking classes 

Running club 

Golf simulator 

 Customers are shifting spend 
from product to experience 
(often with friends) and shifting 
many on their functional 
purchases online. 

  Retailers shift to more 
inspirational stores and create 
non-transaction related reasons 
to visit: 
•  Fresh look and inspirational 

atmosphere in stores 
•  Additional services (e.g., 

food and beverage) 
•  Events (e.g., classes) 
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Retailers open smaller stores to 
connect with new customers 

Key imperatives for businesses: 

Re-define the design and role of 
flagship stories – explore smaller 
concept stores 

Define your strategy for making 
shopping an inspirational 
experience by itself 

Re-think assortment for smaller 
stores, as stores exist in a 
generation of 'try-click-collect' 

  Small "Connect Decathlon" stores to develop 
brand awareness: 
•  Click-and-collect area 
•  In-store experience of the most popular sports 

disciplines 

  Opening of smaller stores in urban area: 
•  Product assortment and store atmosphere 

tailored to the taste of local neighborhood 
•  Access to new customers in densely populated 

areas while maintaining rent under control  

Sport gear and 
equipment 

Supermarket 
chain 

Source: Company websites, press search, BCG analysis 

  Intimate salon designed as neighborhood hub 
•  Personal stylists to put together ensembles 
•  Products can be delivered within hours from 

nearby full-size stores 
•  Customers are offered beverages and services 

(e.g., manicure, shirt alteration) 

Department 
store 

Small is beautiful 
6
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Mobile payment apps simplify 
check-out process in stores 

Key imperatives for businesses: 

Develop portfolio approach to 
mobile payment options, with no 
clear winner yet 

Proactively link mobile solutions 
to other customer engagement 
vehicles such as loyalty programs 
and Apps 

Gain trust of consumers in 
mobile payment solutions and 
guarantee security of payments 

Source: Company websites, press search, BCG analysis 

Coffeehouse 
chain 

Supermarket 
chain 

  Starbucks App to order and pay 
•  Customers can place an order from the app 
•  They scan a QR code to collect purchase from 

collection counter 

  Walmart Pay App to ease check-out experience 
•  Mobile App to pay in all Walmart stores just by 

scanning a QR code during checkout 

  Mobile payment solution linked to a reward 
program 
•  Customers collect points for each transaction, 

regardless of the merchant 
•  Points can be redeemed against gifts or gift 

cards 

Mobile payment 
service 

Mobile payment 
7
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Technology and lean supply chains 
ensure greater responsiveness to trends 

Key imperatives for businesses: 

Deploy data and analytics to 
anticipate customer trends and 
pre-stock inventory 

Re-think capability thresholds of 
suppliers. Define responsiveness 
as a critical success factor 

Upgrade IT and people 
capabilities simultaneously to 
provide seamless data 
transparency across the chain 

Source: Company websites, Euromonitor International, press search, BCG analysis 

  Speed factory piloted in Germany to react faster 
to customer needs: 
•  Ability to customize and deliver shoes quickly 
•  Use of robots to manufacture products 

  Usage of data and analytics to create products: 
•  Scouting of latest consumer trends from social 

media to guide design and inventory (50,000 
new items per year vs. 11,000 for Zara) 

•  Quick supply chain that enables new items to 
be available online within a few days 

Sportswear 

Apparel 

  Order fulfillment in 2 weeks 
•  Integrated supply-chain from "fiber to store" 
•  'Plug and play' manufacturing infrastructure 

that allows the immediate production of new 
products 

Apparel 
manufacturing 

Instant supply chain 
8



19 The Boston Consulting Group ● Middle East Retail Forum | 

Retail store technologies are transforming all the steps 
of the customer experience flow 

In-store 
navigation 

Stockroom 
automation 

Smart  
shelves 

Chatbots Kiosks  
and robots  

Endless  
aisles 

Augmented 
and virtual 

reality 

Self- 
checkout 

Geofencing, 
RFID tags 

Exploration Selection Transaction Customer care 

Service automation 
9
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Service automation deployment 
focuses on customer experience 

Key imperatives for businesses: 

Envision the customer 
experience of the future first, 
build automation around it 

Seek inspiration from 
automation-heavy industries 
(e.g., manufacturing) for 
identifying automation use-cases 

  Robot sales assistant, Lowebot, amplifies the 
shopping experience: 
•  Can navigate the store, monitor inventory in 

real-time and answer simple questions 
•  Associates can spend more time offering 

specialty knowledge to customers 

  Radical automation of in-store experience 
•  Customer uses smartphones to select, configure 

and pay for the product 
•  Integrated, automated stockroom delivers the 

goods straight to the fitting room 

  Tablets to all associates to deliver higher level 
of service  
•  iPads provide associates customer information 

(shopping behavior, online basket) 
•  Products can be paid on iPads and delivered in 

24 hours 
Source: Company websites, press search, BCG analysis 

Home 
improvement 

and appliances 

Male apparel 

Luxury apparel 

Service automation 9 
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Logistics and ecommerce players 
are piloting drone delivery 

Key imperatives for businesses: 

Support the development of 
technologies that enable drones 
to carry safely heavier payload, 
on a longer distance 

Work with policy makers to 
ensure that regulation allows the 
use of delivery drones 

Proactively, address concerns 
among the public about safety, 
security and privacy 

  Pilot delivery of goods to remote areas: 
•  Launched "Parcelcopter" pilot program to serve 

islands and alpine regions 
•  Automatic loading and unloading of 2kg payload 

  Focus on last-mile delivery: 
•  Drones operated from delivery van to deliver up 

to 5kg allowing one van to handle a wide 
residential area 

•  Test of drone delivery in rural areas in progress 

  Aim to deliver packages of up to 2.5 kg in 30 
minutes 
•  Several drone designs are being tested in 

multiple countries 
•  Private customer trial of Prime Air service in 

progress 

Logistics 

Logistics 

Ecommerce 

Source: Company websites, press search, BCG analysis 

Drone delivery 10 
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Disruption in retail: 10 game changing trends 

Customer centricity and 
digital marketing 

The store of the future Optimized execution 

7

Omni-channel 2.0: 
Consumers expect 
seamless, omni-channel 
experiences 

Data and Technology 
unlocks personalization 
at scale  

1

2

3

Showrooming: Online 
retailers are getting 
physical  

Small is beautiful: 
Retailers focus on 
smaller and inspiring 
store formats 

Drones are likely to 
reshape last-mile 
delivery 

Instant supply chain is 
becoming a reality 

Service automation 
improves customer 
experience while 
lowering costs 

Advocacy marketing 
fuels exposure and 
engagement 

Mobile payment is 
making spending 
seamless 

8

9

10 

4 

5

6

Customization boosts 
customer engagement 
and reach 
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Implications for 
retailers 
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Not 
everyone is 
the next 
'Apple' 

Expander Solution  
builder 

Creator 

Led by a strong central 
visionary, Creators disrupt 

core markets and make 
focused, big bets 

Expanders use a core 
capability to experiment in 

and take over adjacent 
markets 

Solution Builders rely on 
excellent consumer and 
market understanding to 
solve customers’ needs 

WE KNOW BEST FINDING NEW  
SHARE TO STEAL WE ARE LISTENING 

Fast  
follower 

Sustainer Leverager 

READY TO REACT STAY OFF MY LAWN WE DO IT BEST 

Fast Followers organize 
themselves across all 

dimensions to rapidly react  
to competitive innovations 

Sustainers maintain points 
of advantage in mature or  
slow-to-change industries 

Leveragers define one  
advantaged business model  
and then build themselves  

around it 
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What retailers need to do 

Find innovative ways to listen to customers 

Build innovation capabilities in your teams 

Constantly re-think business model 

Define your innovation model 



bcg.com 


